The eurozone crisis has made budgetary issues the focal point of political and public debates about the European Union. Besides the pessimistic context and conflictive nature of the ongoing negotiation of the multiannual financial framework 2014-20, there seems to be a common ground to work towards an EU Budget that contributes to growth and employment in line with the Europe 2020 strategy. If this common understanding materialises, then this would not only be a major step to convert the budget into an instrument to overcome the crisis but also change the nature of the communitarian budget.
Introduction
The eurozone crisis has made budgetary issues the focal point of political and public debates about the European Union. These debates on transfers from national budgets to European crisis mechanisms and bailout funds have distorted the public perception of the financing of the EU and its spending policies. The EU budget is based on a multiannual While small and insufficient to address the crisis in Europe, the EU budget is the principal financial instrument for joint action by Member States to face common challenges. In relation to national budgets, the distinctive role of the EU budget lies in financing investments where important economies of scale can be reached, steering national policies, but also in co-generating investments from private and public sectors. In fact, the EU budget consists of up to 95 per cent of policy-related investment expenditure and only 5 per cent of administrative expenditure.
Historically, the EU budget has played an important role in the EU integration process, making it acceptable for Member States through specific financial compensations and financing major EU policies such as the CAP and Regional Policy. These "compensations"
were locked into the EU budgetary resource structure and made the EU budget quite "inflexible" and resistant to reform. Nevertheless, the EU budged has evolved, adapting its financing and spending structure to the EU integration process as well as to specific challenges. This has progressively consolidated the budget as a main economic instrument. 
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20 will reinforce the ongoing paradigm change in the perception of the EU budget, from a budget aimed at compensating Member States for their political compromises to a budget aimed at solving EU-wide problems.
The state of the negotiation
The budgetary negotiation process started some years ago with a broad public debate on the EU budget. III Several new ideas came up, aiming at a refocusing of EU spending priorities and the financing of the EU budget (Haug et. al. 2011 ). IV However, as a major difference to former negotiations, the negotiation of the MFF 2014-20 takes place in a context of economic crisis: the first major crisis of the euro and public debt markets. The negotiation is also complex for several other reasons:  There will be a greater role for the European Parliament, which will have to adopt the Regulation before the Council makes its decision (co-decision procedure).
 There is no effective ongoing parallel negotiation on resources which would allow compensating Member States for some compromises.
 Negotiations are carried out in a political climate characterized by an increasing euroscepticism, not only among citizens but also among the political elite. 
The preferences of the main actors

The European Commission
The publication of the European Commission's proposal marked the starting point for negotiations. As we could see also during previous negotiations, the structure and the Regarding the specific spending headings, although all spending headings have been subject to dynamic reforms over the past decades, the two largest -the Common Agricultural Policy (CAP) and Cohesion Policy -are again the most hotly debated topics.
Headings 3 (Security and Citizenship) and 4 (Foreign Affairs) and surprisingly also heading 5 (Administration), where smaller amounts are concerned, are less problematic. Except where otherwise noted content on this site is licensed under a Creative Commons 2.5 Italy License
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Cohesion Policy
In general terms, the EC proposes €376 billion for Cohesion Policy, which in absolute figures means an increase over the 2007-13 allocation. However, this amount includes €40 billion reserved for a future infrastructure fund that would work completely differently from programs traditionally co-financed by the Structural Funds.
Figure 3: Allocation of resources for Cohesion Policy (in percentages)
Source: Own elaboration, based on COM(2011) 500
As a novelty, a specific amount of Cohesion spending would be earmarked according to the priorities of the Europe 2020 strategy (the most developed regions, for instance, will have to spend at least 20 per cent of European Regional Development Fund allocations on energy efficiency and renewable energy projects). Another new element is the creation of "Transition Regions" with a per capita GDP of between 75 and 90 per cent of the EU average. These regions will receive a "safety net" of structural funds money amounting to at least two thirds of their allocations during the MFF 2007-13. In general, the Commission proposed to reduce the absorption rate from 4 to 2.5 per cent of the GNI for cohesion allocations.
Common Agricultural Policy
In order to ensure that the reformed CAP contributes to the goals of the Europe 2020 strategy, the EC proposed a stronger conditionality of direct payments to farmers, which
Except where otherwise noted content on this site is licensed under a Creative Commons 2.5 Italy License
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means that 30 per cent of direct support will be made conditional upon environmentally supportive practices. Additionally, proposals regarding the capping and convergence of direct payments and the inclusion of the second pillar of the CAP (rural development) into a common strategic framework, together with the Structural Funds, are further elements of the CAP reform as proposed by the EC. In addition to that, after two decades of progressively decoupling CAP support from production, the EC proposed to support especially active farmers.
The amount of expenditure dedicated to the CAP continues to decrease with reference to the MFF 2007-13, and the share of the CAP of the total budget will be reduced from 41
to 36 per cent.
Research and Innovation
Taking into account the outcome of the budget review, the positions of the EP, as well as those of the European Council, the EC proposed a 46 per cent increase to reach €80 billion in spending for research and innovation. Research should be based on the principle of excellence and be business-oriented. In addition, the new Common Strategic Framework for research, innovation and technological development (Horizon 2020) will concentrate on areas that could stimulate economic growth and competitiveness, e.g. health, food security, bio-economy, energy, and climate change.
External Actions
Despite the sovereign debt crisis, the Commission proposed to increase the resources for its external actions to €96 billion, thus following the expectations brought forward during the budgetary review as well as the objectives for EU external actions defined in the Lisbon Treaty and the Europe 2020 strategy. The EC will focus its work on four policy areas: enlargement, neighbourhood, cooperation with strategic partners, and development cooperation. The proposal foresees nine financial instruments. Only one, the Partnership Instrument, has been newly created and is to replace the Industrial Cooperation Instrument. The main differences to the current framework lie primarily in policy-guiding principles: differentiation, conditionality, concentration as well as a renewed attempt to achieve simplification. Moreover, the increased conditionality related to the 
The European Parliament
The 
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underlined the EP's position that it will not give its consent to the MFF without a political agreement on a reform of the own resources system. In addition, a further resolution on the MFF 2014-20, calling for more flexibility in shifting funds between the different areas of expenditure as well as between fiscal years, was adopted by an overwhelming majority in June 2012.
The EU Presidency
The mediation provided by the EU Presidency is indispensable to finding compromises and to the elaboration of a final package deal. Adopting a "European hat", Presidencies Whether Cyprus, which is now presiding over the EU for the first time, will fulfil both these expectations and its own ambitions has yet to be seen. Several observers consider that its limited administrative resources, the fact of being a minority government and the fragile economic situation are not the best conditions for a successful EU Presidency. European Council" XVI .
Besides the manifest conflict between the "Friends of Cohesion Policy" and the "Friends of Better Spending", each group internally disagrees over which headings of the budget should be subject to spending restrictions, which headings should be prioritised, as well as over how the EU should be financed.
Overall Ceiling
Because of the general austerity debate, no Member State advocates an increase of the level of the EU budget as foreseen by the EC. However, among the "Friends of Better
Spending" a debate has emerged on how much the budget should be reduced. While in January 2012 the UK, Germany, Austria, The Netherlands and Sweden demanded that the Commission's proposal needed to be reduced by €100 billion, Finland claims a budget of less than 1 per cent of EU27 GNI.
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After first supporting the austerity demands, Italy has since recently sympathised with the "Friends of Cohesion Policy". France changed its position after the national elections and, together with the Czech Republic, has not specified what amount of reduction it seeks. However, there is a growing number of Member States demanding the inclusion of spending topics which have so far been placed outside the budget within the MFF structure, e.g. emergency tools for agricultural market crises. This could require cuts in other areas.
Cohesion Policy
Naturally, the cohesion countries try to ensure sufficient funding for the Cohesion 
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and youth unemployment, in particular. These proposals could also divide the "Friends of
Cohesion", which all have different needs to meet.
Common Agricultural Policy
The proposals regarding the CAP reform also deeply divide the Member States. On the one hand, the proposals do not follow the preferences of those Member States ( 
Research and Innovation
Apart from discussions to omit certain projects -such as the International 
EU Own Resources
Almost all Member States agree that the own resources system needs to be reformed and that the current VAT-based own resource should be abolished. Nevertheless, the question of how such a reform should be carried out is highly controversial. Belgium, 
Conclusions
In this text I have analysed the principal conflicting topics as well as the preferences of the main actors in order to outline the challenges which the Cypriot EU Presidency has to overcome in order to reach an agreement on the MFF 2014-20 by the end of this year.
In particular, with regard to the budgetary exercise and according to the EC proposals Although an increasing percentage of spending is earmarked for fulfilment of the Europe 2020 strategy and although other "horizontal" headings further increase their share in the total budget, the EC did not present a revolutionary budget. Its proposals thus reinforce the evolutionary paradigm in the perception of the EU budget, from a budget aimed to accommodate Member States preferences to an instrument meant to address common European interests.
In relation to the institutional setting, the establishment of a new system of own resources, which would represent a qualitative step towards EU fiscal autonomy, seems unlikely in the current negotiation. In addition, there is no consensus between Member
States on how to give European institutions more flexibility for shifting funds, according to
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their own criteria, between the different areas of expenditure. Nevertheless, the current negotiation has shown that the EP assumes a much more proactive and self-conscious role.
In sum, the current negotiation shows that we will not see a substantial change in the structure of the EU budget, but a clear redefinition of specific spending headings as regards investment in growth and job creation.
Finally, after so much political drama, agreement on the MFF 2014-20 cannot guarantee that the EU budget will become a solid financial instrument, since the MFF only specifies the overall limit for the spending headings. Expenditure of the annual budgets of the last two decades has always been lower than the MFF ceilings (Núñez Ferrer 2012).
